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Summarized Results in FY2010

 Turnover decreased by 9.8% to HK$485.4million

 Net profit declined by 78.7% to HK$30.7 million 

 Gross margin maintained at a high level of approximately 79% 
excluding  non-cash provision for slow moving and obsolete inventory 

 Net cash increased by HK$16 million to HK$575.5 million with no 
borrowing despite dividend of HK$150 million paid in 2010

 Final dividend increased by 12.5% to HK$0.045 per share
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Financial Summary

HK$  Million Chg %

2009 2010

Turnover 538.1        485.4          -9.8%

Gross profit 415.2        355.4          -14.4%

Profit before tax 186.8        75.8            -59.4%

Net profit 143.9        30.7            -78.7%

Dividend per share (HK cents)

 - Interim (HK cents) 3.50          3.50            0.0%

 - Final (HK cents) 4.00          4.50            12.5%

Dividend payout (%) 100.3        511.7          411.4 pts    

Basic EPS (HK cents) 7.50          1.60            -78.7%

For year ended

31 December,
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Net Profit Changes

 Majority of net profit decline in 2010  due to change in trade inventory policy and 
house clean up including business exits, inventory provision, etc.

 House clean up exercise completed in Dec 2010.

 Ready for expansion in 2011 and beyond.
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Waterfall Chart – Change in net profit
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Change in Go-To-Market Strategy

 Change from Indirect (Key Distributors) to Direct (Franchisees)

 Change from  Sell In focus (to franchisees) to Sell Through focus (to end 
consumer)

 Reduce channel inventory to ensure long term success:

 Restore market and price order (prevent grey flow)

 Quicker response to the market dynamics and change in consumer 
behaviors

 Improve freshness of products to consumers

 Improve cash flow of franchisees



Key Ratios
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By Region By Products / Service
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- - - - -

- - - 1 -

33 - - - -

Franchisee 
owned

Entrusted Self-owned

1,085 1,034 - 14 4 33                  The PRC

Taiwan

Spas Spas Counters Spas Counters

355 348  - - 7 -

Others

Total 1,474 1,415 - 14 12 33
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Distribution Network in Greater China

Malaysia

Macau

HK

As at 31 Dec 2010



Average Sales Per Store

• The Group’s average sales per store 
rose by 6.1% to HK312,000 in 
FY2010 despite:

• The number of stores decreased as a 
result of eliminating non-compliant 
stores to ensure the service quality

• Decrease in product sales

• Average store sales in PRC grew by 
8.5% yoy

• Average store sales in Taiwan 

dropped by 2.3% yoy
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 (HK$)  FY2009  FY2010 Chg (%)

 PRC     293,000     318,000 8.5%

 Taiwan     299,000     292,000 -2.3%

 Group 

Average 
    294,000     312,000 6.1%

Average Sales Per Store
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Group Profitability
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 On normalized basis, the gross margin is in line with last year, reflecting the stoppage of the 
price erosion from 2008

 Lower operating margin mainly due to:

 Lower revenue as a result of change of trade inventory strategy as we focus on sell 
through to the end consumer instead of sell in to franchisees to ensure long term 
profitability

 Higher A&P expenses and admin cost (staff cost)
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PRC Profitability
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Taiwan Profitability

 Gross margin erosion  tended to stabilize in 2010.  Loss-making business 
and spas were closed in 2010.

 Operating margin of core business was in line with 2009.
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Business Overview



Become the No.1 national beauty salon chain 
in China, in store growth, brand image and 

attractiveness for franchisees

Recognized as 

“Total Skincare Solutions Expert”

Strategic Objectives
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Five Year Plan

 Require
Business model
Organization
 Infrastructure

 We will execute our strategy in phases
2010                 Preparation and set up
2011 & 2012   Rapid roll out in China
2013 & 2014   International expansion
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• Complete the 5 year business plan

• Build the team and infrastructure 

• Conduct house cleanup for better future profitability:

– Business exit of Fonperi , Corsage and self-owned Clinics in Taiwan

– Closedown of 6 money losing  SPAs

– Clean-up of non-performing franchisees

• Improve working capital efficiency like Inventory and A/R resulting in 
over HK$100M cash generated

• Establish industry and consumer insight for benchmarking

• Design and test new store format with successful rollout of 80 New 
Concept Stores

• Redefine marketing strategies and brand positioning

2010 Execution Highlights



Strategic Partnership with Carrefour
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 Strengthened the strategic cooperation relationship with Carrefour 
Group in China

 To encourage franchisees to lease in Carrefour hypermarkets and 
shopping malls for retail operation under the brand of “Natural 
Beauty”

 As of the end of 2010, 10 NB stores were opened
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New Concept Store (NCS)



1st May , 2010 

• NCS Pilot Test in Xian

Aug , 2010

• Rolled out NCS in China

31st Dec , 2010

• 80 NCS opened in China

New Concept Store ( NCS ) Development

May Jun Jul Aug Sep Oct Nov Dec Total

New 0 0 0 0 4 1 2 18 25 

Upgrade 1 0 1 5 11 5 4 28 55 
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• Total sell-in increased by 44%  vs Non-NCS -6%

• Total sell-thru increased by 49% ( Data provided by franchisee )

• Shortened franchisee pay back period:
– New store :  from 48-60 months to 27–36  months

– Upgrading store : 3-6 months 

• Attract more walk in & younger customers
– Average 22 new walk in consumers per month @ 28% conversion rate

– Age between 20 to 35

NCS Key Learning 



NCS in Carrefour
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Business Objectives of NCS in Carrefour

• To create new touch points
– High Traffic retail store to drive more business  

• Quick expansion 
– With exclusive right to penetrate into 180 Carrefour in China 

• Establish “ Retail + Service “ store concept ( Hub & Spoke )
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21%

29%

NCS performance in Carrefour

• High Traffic Retail Environment 
– Over 1800 new walk in consumers in 10 

Carrefour in two months period of time

– High conversion rate at over 24%

• Consumer Profile
– 48% of White Collar

– 37% of House Wife

Data: First 10 Carrefour stores sell-thru data for Jan & Feb 



34

NCS performance in Carrefour

• Strong sell-thru growth momentum at 37% growth rate.
– Still under new store ramp up period (only two months retail operation periods)

• Higher NB1 Product Mix than National Average 
– Performance of NB1 and Services exceed the expectation

37%

Data: First 10 Carrefour stores sell-thru data for Jan & Feb 
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Marketing Strategy



2010 Strategic Imperatives
Executive Summary

Rebuild Marketing Strategies
- Implement new pricing structure to improve store penetration
- Build new promotion strategies to reward franchisees and drive sell- thru 
- Streamline portfolio and build power brands via advertising and promotion

Improve Brand Image and Awareness
- Develop new advertising strategies and media mix to drive brand awareness
- Pilot digital marketing to build platform for direct consumer interaction
- Launch word-of-mouth marketing via digital PR to build pool of Key Opinion Leaders

Re-define Brand Positioning
- Positioned as functional beauty salon 
- Brand differentiation focus on product efficacy, “therapy” process and

scientific skin care/ iris consultation and tracking 
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68%

2010 Key Achievements – Portfolio Optimization  

- Delist of Corsage line and non core SKUs; re-focus investment on skin care category 
- Top 100s’ mix increased from 58% to 68%. Top 200s’ represented 85% of total sales



- Re-build brand image and awareness through 3 bursts of  product re-promote campaign,
advertisement and PR event

2010 Key Achievements – Improve Awareness  
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nb1.cn.com

- 2 bursts of mini-site to build platform for direct consumer inter-action thru on-line skin care
and iris consultation, product education and testimonials

2010 Key Achievements – Digital Marketing   



nb1.cn.comnblady.cn.com

- 2 bursts of mini-site to build platform for direct consumer inter-action thru on-line skin care
and iris consultation, product education and testimonials

2010 Key Achievements – Digital Marketing   



nb1.cn.comnblady.cn.com

- Build pool of top bloggers to support NB’s WOM marketing thru product education and 
brand experience to recruit new consumers

2010 Key Achievements – Digital PR  



nb1.cn.comnblady.cn.com

2010  Award Winning
2010《时尚健康》健康榜样 － 最健康全方位美容美体中心



2011 Strategic Imperatives
Building Blocks  

Re-define
Marketing

Drive channel 
growth

Focused 
investment 

strategy

New 
communications 

programs

- Portfolio management: drive NB-1 and Bio-tech to improve margin; expand Herbal to
drive business in secondary markets ; CRM to improve penetration of Supplements

- Pricing: maintain current pricing and rebate structure to drive store penetration
- A&P: Focus on power brand building via digital marketing and PR
- Channel: Tier promotion and portfolio mapping to drive city and channel expansion 
- Investment strategy: only in NB town with > 50% NCS stores penetration or >30 NCS 
- New Communications: new packaging and visual merchandising materials to be 

implemented in 2H; first burst new advertising and PR campaign launched in Mar
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Operations Review



Improvement 
to Asset 

Efficiency

Infrastructure 
Building

• Change from manual to computerized system and 
processes

• New skin care plant in Shanghai at GMP standard to 
improve product quality and production efficiency 
through consolidation of plant production

• Reduction of group inventory and A/R by 48% and 68% 
respectively

• Generated over HK$100M cash from improvement to 
working capital efficiency 

House Clean-up and Infrastructure Building in 2010

Exit from 
Money-losing 

Businesses

• Exit from money-losing Fonperi and Corsage 
businesses

• Closedown of 6 money-losing  SPAs
• Clean-up of non-performing franchisees



New GMP Factory in Shanghai
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2011 Outlook



Outlook in 2011
• New Concept Store (NCS) – Over 200 addition in 2011

– Brand New: Over 100 NCS

– Upgrade from existing: Over 100 NCS

– Cumulatively over 300 NCS by end of 2011

• Speed Up New Entrants Recruiting Process

– Recruiting Adv @ baidu

– Participate Franchise & Beauty Expo

– 16 recruiting seminars / month

• Ramp Up Training Capacity and Geographical Coverage

– 8 training centres in China ( SHG / GZ / SZ / CD / CQ / Xian / CC / ZZ )

– Modulated & standardized training materials 

– Covered 1300+ new beauticians training  in 2011

• Brand Investment (A&P Budget): 10% of Turnover
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New Training Facilities in Shanghai
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Open Forum


